The study investigated the relationship between stock market development and economic growth in Belgium using ARDL approach with annual time series data from 1988 to 2012. Real GDP per capita was used as a proxy for economic growth and stock market capitalization as a ratio of GDP as an approximate measure of stock market development. The relationship between stock market development and economic growth falls into four categories which are (1) stock marketled economic growth, (2) economic growth-led stock market development, (3) feedback effect and (4) neutrality hypothesis where the relationship between the two variables does not exist. Despite the existence of these four views on the relationship between stock market and economic growth, it appears from the literature review done by the author that majority of the empirical evidence support the stock market-led economic growth view. The fact that the topic on the directional causality between stock market and economic growth is still inconclusive is the major motivating factor why the author chose to investigate the relationship between the two variables in Belgium. The study observed that there exist an insignificant long run causality running from stock market development towards economic growth in Belgium. This relationship was not detected in the short run. Moreover, the reverse causality from real GDP per capita to stock market capitalization both in the long and short run was not detected in Belgium. These results are at variance with the majority of the empirical findings reviewed earlier on. It could possibly be that certain conditions that are necessary to enable stock market to significantly positively influence economic growth were not in place in Belgium. Therefore, the study urges the Belgium authorities to put in place the right environment, policies and programmes that enable the stock market to play its role of stimulating economic growth.
INTRODUCTION
Several empirical studies that have focused on examining the relationship between stock market and economic growth have arrived at varying conclusions. Even those that have focused on the same case study though different time horizons also reached at different findings. These findings fall into four groups. The first one is the stock market development-led economic growth argument and the second is the economic growth-led stock market development argument. Third one is the feedback effect whilst the fourth is the neutrality argument which is characterized by no causality relationship between stock market development and economic growth.
Using Auto Regressive Distributive Lag (ARDL) and error correction model (ECM) with annual time series data from 1991 to 2007, Petros (2011) showed that stock market development significantly positively affected economic growth both in the short and long run in Zimbabwe. On the other hand, Alajekwu & Achugbu (2012) investigated the impact of stock market development on economic growth in Nigeria using the ordinary least squares with time series data from 1994 to 2008. Their study observed a weak negative correlation running from stock market capitalization and stock market value traded towards economic growth whilst stock turnover had a significant positive impact on economic growth in Nigeria.
Furthermore, Kolapo & Adaramola (2012) studied the influence of capital market on economic growth in Nigeria using time series data from 1990 to 2010. A feedback relationship between value of the stock traded and GDP and a uni-directional causality running from stock market capitalization to GDP without any feedback was detected in Nigeria. Their study also showed that no relationship existed between GDP and new share issues in Nigeria and this was buttressed by Carp (2012) whose studies observed that stock market capitalization and stock traded valued had no influence at all on the economic growth of Central and Eastern Europe.
Using panel data econometric techniques with annual time series data from 1980 to 2010, Ngare et al. (2014) investigated the relationship between stock market development and economic growth in Africa. They found out that stock market had a significant positive impact on economic growth whilst the rate of economic growth for countries characterized by developed stock markets was higher than in those countries whose stock markets were shallow. Other variables which were found to have had a positive influence on economic growth in Africa apart from stock market development included human capital development and trade openness. Rioja & Valev (2014) , using the dynamic generalized methods of moments (GMM) found out that stock market development had no influence on productivity and capital accumulation in low income countries and vice-versa in high income countries during the period under study.
The author is not aware of any empirical work that investigated the linkage between stock market development and economic growth in Belgium using the ARDL approach and that used the most recent data. It is on this backdrop and the contradictions in empirical literature on the topic that prompted the author to examine the causality between stock market development and economic growth in Belgium. The rest of the study is structured as follows: Section 2 discusses the economic growth and stock market development trends, section 3 reviews related literature whilst section 4 focus on the research methodology. Section 5 concludes the study and section 6 list the references. Cavenaile et al. (2014) investigated the relationship between banking sector, stock market and economic growth using panel co-integrated approach for five developing countries which include Malaysia, Mexico, Nigeria, Philippines and Thailand. Their study showed a uni-directional long run causality relationship running from both stock market and banking sector development to economic growth in all the five developing countries that were under study. On the other hand, no causality from economic growth to stock market and banking sector development was found in all the five developing countries (Cavenaile et al, 2014:38) .
GDP PER CAPITA AND STOCK MARKET DEVELOPMENT IN BELGIUM

LITERATURE REVIEW
Hussain et al (2012) examined the relationship between stock market development and economic growth using descriptive statistics (Pearson's coefficient correlation) with time series data from 1999 to 2008 in Pakistan. Their study noted that (1) there exists a significant long run relationship between stock market capitalization and economic growth and (2) the stock traded value had no link at all with real GDP growth rate in Pakistan.
Regmi (2012) used vector error correction model (VECM) with annual time series data from 1994 to 2011 to study the causality relationship between stock market development and economic growth in Nepal. The study found out that (1) stock market development significantly influenced the growth of the economy and (2) economic growth had no influence on stock market development in Nepal both in the short and long run.
Using the ARDL framework with annual time series data from 1980 to 2010, Ho & Odhiambo (2012) studied the causality between economic growth and stock market development in Hong Kong. Their findings are threefold: (1) a unidirectional causality relationship running from stock market development to economic growth when stock market capitalisation as a ratio of GDP was used as measure of stock market growth, (2) a distinct causal flow from economic growth to stock market growth in both the short and long run when the stock market turnover ratio was used as a measure for stock market development and (3) causality running from economic growth to stock market development in the short run only when the stock market trade value was used as a proxy for stock market development.
Palamalai & Prakasam (2014) studied the cointegration and causality relationship between stock market development and economic growth in India using time series data ranging from 1991 to 2013. They found out that there was a feedback effect between stock market development and economic growth in the long run and a uni-directional causality relationship running from stock turnover and stock market capitalization ratios to economic growth in the short and long run in India. Abdelbaki (2013) examined the link between stock market development and macro-economic variables in Bahrain using ARDL approach with annual time series data from 1990 to 2007. "Banking sector, private capital flows, domestic investment and stock market liquidity were found to be part of the vital cog necessary for stock market development in Bahrain", argued Abdelbaki (2013:81) . On the other hand, using exponential generalized autoregressive conditional heteroscedasticity (EGARCH), Babatunde (2013) found out that stock market volatility retarded the growth of the Nigerian economy. Osuala et al. (2013) studied the relationship between stock market performance and economic growth in Nigeria using the ARDL with annual time series data from 1981 to 2011. Their study found out that (1) there exist a short run causality relationship running from total number of deals on the stock exchange ratio to GDP and (2) the relationship between stock market and economic growth did not exist in the long run in Nigeria. Ovat (2012) examined the applicability of the stock market-led growth hypothesis in Nigeria. The study noted that stock market liquidity had a bigger positive impact on economic growth in Nigeria than stock market size (Ovat, 2012:69) .
Marques et al (2013) investigated the impact of stock market on economic growth in Portugal using the Vector Autoregressive (VAR) framework with annual time series data from 1993 to 2011. Their study revealed (1) feedback effect between stock market and economic growth, (2) uni-directional causality relationship running from economic growth to banking sector development and (3) banking sector had no impact on economic growth. On the other hand, Pilinkus & Boguslaukas (2009) noted that GDP and money supply had a positive influence on stock market prices whilst exchange rate, short term interest rates and unemployment rates had a negative impact on stock market prices in Lithuania.
Using Johansen-Juselius co-integration and Granger causality test with annual time series data ranging from 1999 to 2013, Bayar et al (2014) investigated the influence of stock market development on the growth of the economy in Turkey. Their findings are twofold: (1) there exist a long run co-integrating relationship between stock market development and economic growth and (2) the direction of causality runs from stock market development towards economic growth in Turkey. Furthermore, Yu et al (2012) examined the relationship between stock market development, financial development and economic growth across different income and geographic groups using unbalanced panel regressions and variance decompositions. They found out that GDP growth rate significantly Granger caused domestic credit to the private sector, GDP growth rate negatively influenced domestic credit provided by the banking sector. Stock market development and GDP growth rates were negligibly related across all income and geographic regions that formed part of the study (Yu et al, 2012) . Table 2 summarizes the literature on the relationship between stock market development and economic growth. 
Time series analysis
Stock market development played a significant role in positively influencing economic growth both in the short and long run. This applied using both stock market capitalisation ratio and volume of shares traded ratio as proxies of stock market development. El-Nader & Alraimony (2013)
Jordaan from 1990 to 2011
The long run co-integrating relationship was observed between stock market development and the macro-economic variables in Jordaan.
Adefeso et al (2013)
Nigeria from 1980 to 2010
Time series analysis
Economic growth had a significant positive impact on both stock market development and banking sector activities in the long run in Nigeria.
Boubakari & Jin (2010) Euronext countries Time series analysis
Stock market was found to have had a significant positive influence on economic growth only in the Euronext countries which were characterised by active and liquid stock markets.
Choong et al (2010)
Comparison between developing and developed countries (1988) (1989) (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) (2001) (2002) Panel data analysis
The study revealed that stock market acted as a conduit through which capital flows positively influenced economic growth. 
Time series analysis
The study found out that (1) there exist a long run causality relationship between economic growth and stock market development, (2) causality running from all share index, traded volume and stock market index to the real GDP per capita and (3) no causality relationship between stock market size (proxied by stock market capitalisation as a ratio of GDP and real GDP.
Source: Author compilation
METHODOLOGY
This section describes the data and variables used in the study, unit roots (stationarity tests) tests, FBounds tests and Granger causality tests using the Auto Regressive Distributive Lag (ARDL) approach.
Data description
The study used annual time series data from 1988 to 2012 obtained from World Development Indicators. Real GDP per capita was used as a proxy for economic growth whilst stock market capitalization as a ratio of GDP was used as a measure for stock market development. The data for both variables was tested for stationarity before being used for the purposes of this study (see section 4.2).
Stationarity Tests
Both stock market capitalization and real per capita GDP variables were tested for stationarity before any co-integration and causality tests were done in a bid to ensure that the data being used is stable and not volatile (see Table 3 & 4). The results of the unit root tests reported in Tables 3 and 4 shows that both real GDP per capita and stock market capitalization are integrated of order 1.
Co-integration Tests
Before the ARDL-bounds test is done, the author examined the order of lags on the first differenced variables in equations (a) and (b) -using the Akaike Information Criterion (AIC) and the SchwartzBayesian Criterion (SC). The results of the AIC and SC tests (see Table 5 ) indicate that the optimal lag of both data variables is lag 1. The shorter optimum lag length (1 in this case) means that the two ARDL bounds test equations shown in (1) and (2) below are more robust.
After ascertaining that real GDP per capita and stock market capitalization are integrated of order 1 and that their optimal lag length is 1, the author went on to investigate the existence of a cointegrating vector using the ARDL-bounds testing approach that is represented by equations (1) and (2) below.
The author then applied the bounds F-test to equations (a) and (b), in order to investigate the existence of any long-run relationship between the two variables under study. The F-bounds test for cointegration results are shown in Table 6 , 7 & 8. 
where, In STOCK = Log of stock market development variable y/N = Real GDP per capita and Δ = first difference operator. Table 6 shows that there is a long run long-run relationship between real GDP per capita and stock market capitalization in both the y/N and STOCK equations. This is evidenced by the F-statistic values which are higher than the asymptotic critical values at 1%, 5% and 10% significance levels in both the y/N and STOCK equations. Note: ** and *** denotes statistical significance at the 5% and 1% significance levels respectively. Table 7 (unrestricted intercept and no trend), there is a unique co-integrating vector between y/N and STOCK as confirmed by the Fstatistic value which is (1) greater than the upper bound asymptotic critical values at 1%, 5% and 10% significance levels in the y/N equation and (2) greater than the upper bound asymptotic critical values at 5% and 10% significance levels in the STOCK equation. 
According to
Causality Tests
The next stage is to investigate the causality between real GDP per capita and stock market capitalization since the two variables have been found to have a long run relationship. The Granger causality test between the two variables follows a model that was used by Narayan & Smyth (2008) and Odhiambo (2010). where, ECM t-1 = the lagged error-correction term from long-run equilibrium relationship. The ECM coefficient shows the number of times errors are corrected within a year.
According to Narayan & Smyth (2006) , the lagged error-correction term stands for the long-run causality whilst the F-statistic shows the short-run causality based on the equations (3) and (4) -see Table 9 . 
Source: Author compilation
The co-efficient of the error correction term (ECM) is negative but not significant as p is greater than 5% in the y/N equations. This shows that there exists an insignificant long run uni-directional causality relationship running from stock market capitalization towards economic growth. The study also shows that there is no causality running from real GDP per capita to stock market capitalization both in the long and short run in Belgium.
CONCLUSION
The study investigated the relationship between stock market development and economic growth in Belgium using ARDL approach with annual time series data from 1988 to 2012. Real GDP per capita was used as a proxy for economic growth and stock market capitalization as a ratio of GDP as an approximate measure of stock market development. The relationship between stock market development and economic growth falls into four categories which are (1) stock market-led economic growth, (2) economic growth-led stock market development, (3) feedback effect and (4) neutrality hypothesis where there is no relationship between the two variables. Despite the existence of these four views on the relationship between stock market and economic growth, it appears from the literature review done by the author that majority of the empirical evidence support the stock market-led economic growth view.
The fact that the topic on the directional causality between stock market and economic growth is still inconclusive is the major motivating factor why the author chose to investigate the relationship between the two variables in Belgium. The study observed that there exist an insignificant long run causality running from stock market development towards economic growth in Belgium. This relationship was not detected in the short run. Moreover, the reverse causality from real GDP per capita to stock market capitalization both in the long and short run was not detected in Belgium. These results are at variance with the majority of the empirical findings reviewed earlier on. Possibly, certain conditions that enable or allow stock market to significantly positively influence economic growth were not in place in Belgium. Therefore, the study urges the Belgium authorities to put in place the right environment, policies and programmes that enable the stock market to play its role of stimulating economic growth.
